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Introduction
De-regulation of the employment relationship has characterised the functioning of European labour markets in the last few decades, particularly in the UK (OECD, 1994) . This has permitted employers to institute employment practices inducing greater labour flexibility and more employer discretion in employment relations which are often regarded as a strategic feature for maintaining organisational efficiency and price competitiveness in the face of intensifying product market competition. This, in turn, has raised concerns about individuals' labour market prospects, first in terms of availability of good jobs and then concerning opportunities to prosper in those jobs through wage advancements and career development. Much of the literature focuses on earnings levels, earnings progression and perceptions of job insecurity. The research indicates that some groups of workers -notably women, youths, and the less skilled -have borne much of the burden of increasing labour market flexibility (OECD, op. cit.; Gregory et al., 2000) . In addition, there appears to be a link between low-wage flexible employment and lower job satisfaction. Despite much public concern and policy debate on these issues, for various reasons -not least data limitations -relatively little is known about the effects of employer behaviour on job satisfaction. In this context, it seems useful to provide empirical evidence concerning how workers' welfare has been affected and what job features really matter for employees' (job) satisfaction.
The paper investigates how much employer behaviour and work practices in force within the workplace matter for employees' job satisfaction. We also consider the following questions. What do workers value more in terms of pecuniary and nonpecuniary attributes of their job? Is there any trade-off between, pay progression, job security and incentive pay? Are individual (subjective) expectations compatible with collective outcomes? We address these issues using a very rich data set that is nationally representative linked employer-employee data for Britain. These data allow us to carefully consider the different facets of workplace practices and assess their importance in affecting individuals' job satisfaction. In particular, we consider the role played by Human Resource Management (HRM) practices, internal labour market procedures, and methods for informing and consulting employees, on four main features of the jobs (including pay) simultaneously.
Our main empirical findings suggest that non-pecuniary aspects of job satisfaction are highly inter-correlated, and are also correlated with pay satisfaction (though the correlation is not so strong). Demographic, job and workplace attributes account for between one-fifth and one-third of this correlation, while the residual part can be attributed to unobservables. Employer behaviour also affects the various aspects of job satisfaction in different ways. Given this heterogeneity, particular care should be used in interpreting results from simple bivariate correlations or when promoting work practices and other measures purely on the basis of what they might do to overall job satisfaction. For instance, higher pay does result in higher satisfaction with pay, but its relationship with non-pecuniary aspects of job satisfaction is very different.
Surprisingly, two employer practices are associated with higher levels of job dissatisfaction across all four job dimensions: job security guarantees, on the one hand, and formal procedures for resolving collective disputes, on the other; and the association is not the result of reverse causation. On the contrary, we suspect these policies benefit some at the expense of others, or else employers expect labour compliance in return, resulting in lower job satisfaction. Giving preference to internal candidates in the recruitment process is the only employer behaviour associated with lower job dissatisfaction across all four dimensions. Again, we are able to discount reverse causation. It appears that positive action to create internal labour markets enhances job satisfaction across the board, albeit potentially at the expense of outsiders.
The paper is organised in the following way. Section Two reviews the relevant literature. Section Three describes the data. In Section Four we discuss the main features of the empirical methods used. Section Five discusses the results and concludes.
The Literature on Job Satisfaction and Employer

Behaviour
Job satisfaction is of interest to sociologists in its own right as a measure of subjective well-being and as an indicator of job quality. It is of interest to economists, partly in its own right as one measure of worker utility, but also because reported satisfaction is a good predictor of labour market behaviour and, in particular, job quits (Hamermesh, 1977 (Hamermesh, , 2001 ). The early literature raised a possible objection to the predictive power of expressed satisfaction, namely that data limitations meant that satisfaction may simply proxy unobserved objective factors, such as modes of supervision or physical working conditions (Freeman, 1978) . The subsequent literature has shown that expressed satisfaction retains a significant and economically sizeable impact on labour market behaviour, even in the presence of rich job and workplace controls.
Nevertheless, job satisfaction is closely linked to objective features of individuals' working experiences, including features that employers have control over. For instance, Green (2002) establishes that job satisfaction has been in decline in Britain since the early 1990s: this is due, in part, to work intensification, but the primary reason is a reduction in task discretion. Task discretion is clearly one factor that employers have some control over. Green finds other job facets positively affect satisfaction, notably increased participation in decision-making, jobs requiring greater learning time, and jobs with a continual requirement to learn new things. As any cursory reading of the industrial sociology literature reveals, these are all aspects of the job over which employers have genuine choices when configuring the labour process (see, for example, Rose, 1988) .
Although Hamermesh (2001: 3-4) may well be justified in arguing that expressed satisfaction indicates the overall desirability of one's job, there are three reasons why it it is useful to distinguish between different aspects of job satisfaction. First, the concept is multi-faceted and analysts find the determinants of satisfaction differ across its various facets. For instance, it is well-known that the link between union membership and satisfaction differs across pecuniary and non-pecuniary job aspectssee for example Bryson et al. (2004) . Taking another example, using data from low wage service sector workers in Britain, Brown and McIntosh (1998) show increasing the relative wage raises satisfaction with short-term rewards (good pay, being with a good employer) but not satisfaction with long-term rewards (having a job for life, liking the business, feeling the job is challenging, and having good promotion opportunities). Thus any index of overall job satisfaction is effectively a weighted average of satisfaction with its component parts. In Brown and McIntosh's (1998) study, the key determinants of overall satisfaction are satisfaction with short-term rewards and long-term prospects, while satisfaction with social relations at work (with colleagues, supervisors) and work levels (hours and effort) are less important.
Second, because determinants of aspects of job satisfaction differ, trends in the components can differ over time. Using the British Household Panel Survey (BHPS), Rose (2001) finds no trend in a composite job satisfaction measure. However, when he breaks it into its four component parts, he finds satisfaction with extrinsic dimensions (pay, security) has been rising, whereas satisfaction with intrinsic dimensions (hours and 'the work itself') has been falling. Third, the link between satisfaction and subsequent behaviour has been found to differ across aspects of job satisfaction.
For example, Kristensen and Westergaard-Nielsen (2004) find satisfaction with type of work is the most important job characteristic predicting quits in Denmark in the second half of the 1990s, whereas satisfaction with job security is not significant.
Returning to the first point above, it is particularly desirable to differentiate across dimensions of job satisfaction in our case since, a priori, we suspect that different sorts of employer practice will impact differentially on different aspects of satisfaction. As discussed in Section 3, our data contain four domains of job satisfaction -one extrinsic (pay) and three intrinsic (sense of achievement, respect from supervisors or line managers, and influence over the job Green's (2002) work which finds links between work intensification, reduced job discretion and lower job satisfaction, on the one hand, and increased opportunities for participation in decision making and higher job satisfaction, on the other.
The social partnership literature in the UK (which is akin to the mutual gains literature in the US) makes a link between information and consultation practices, job security guarantees and concessions by employees in the flexible deployment of labour (Kelly, 2004) . The logic behind this package is a trade-off between management and labour whereby the firm can obtain a competitive advantage through flexible labour practices, in return for which employees obtain some form of guarantee that their increased productivity will not lead to enforced job cuts and can expect to be informed and consulted about strategic decision-making. If successful, this package of employer practices may enhance satisfaction with extrinsic aspects of the job, notably job security, but it is not clear what the implications might be for satisfaction with intrinsic aspects of the job.
This paper does not attempt directly to test hypotheses about the linkages between employer practices and satisfaction. Rather, we simply try to establish whether employer behaviour and the related practices have independent effects on different aspects of satisfaction. Still, the empirical literature reviewed above is suggestive of causal linkages that appear in the theoretical literature. For instance, employer practices that invest in the skills of the workforce and offer opportunities for enhancing career prospects within the firm may elicit higher worker commitment, and are thus often termed 'high commitment' or 'high performance' work practices (eg. Appelbaum et al., 2000) . This, in turn, may lead to higher intrinsic job satisfaction.
As Handel and Levine (2004: 5) This discussion suggests, a priori, that it is difficult to predict the direction of any association between employer practices and job satisfaction because much turns on how those practices are perceived by workers. There are other factors that are rarely taken into account in unpicking the relationship between employer behaviour and employee job satisfaction. The first is the position of the employee in the firm hierarchy: because job satisfaction is often determined by an individual's perceptions of her job relative to some peer comparator, what often matters is the impact a practice has on a worker relative to other workers in the establishment with whom the employee compares herself. Usually, this information is not available, and we do not have it in our data. Second, we often know whether a practice is in place in a workplace, but we do not usually know which workers are covered or affected by the practice. This is an important consideration. For example, we might expect a job security guarantee to enhance extrinsic job satisfaction for those covered by the guarantee but, if that security is at the expense of other employees not covered by the guarantee, we might expect the practice to affect employees differently according to whether they are covered.
The third issue, discussed in more detail in Section 4, is the potential endogeneity of employment practices which may arise for one of two reasons. Either employers introduce practices in response to employee satisfaction: for instance, they may introduce job security guarantees where concerns about job security are high, in which case it is the underlying causes of this insecurity, rather than the practice per se, which might generate job dissatisfaction. Alternatively, workers may sort themselves into workplaces according to the employer practices in place: for instance, workers who get fed up in their jobs quickly because they tend to get dissatisfied more quickly than others, may not value job security guarantees and, as such, may be less likely to be employed in workplaces offering security guarantees. If this sorting occurs it may suggest job security guarantees are successful when, in fact, the effect is driven by sorting across workers. In Section 4 we discuss how we tackle this problem of endogeneity.
The Data
The data set is the linked employer-employee British Workplace Employee Relations Survey 1998 (WERS). With appropriate weighting, it is nationally representative of British employees working in workplaces with 10 or more employees covering all sectors of the economy except agriculture (Airey et. al, 1999) . The survey covers a wide range of issues, allowing for the inclusion of a large set of individual-level and workplace-level controls as well as detailed information on workers' job satisfaction.
We use two elements of the survey. The first is the management interview, conducted face-to-face with the most senior workplace manager responsible for employee The sample of workplaces is a stratified random sample with over-representation of larger workplaces and some industries (Airey et al., 1999) . Employees' probability of selection for the survey is a product of the probability of their workplace being selected and the probability of the employee's own selection. To extrapolate from our analyses to the population from which the employees were drawn (namely employees in Britain in workplaces with 10 or more employees) we weight the analysis using the employee weights which compensate for sample non-response bias that may affect the employee survey (see Airey et al., 1999: 91-92) . Our estimating sub-sample is all employees with complete information on the variables used in the analysis, namely about 16550 employees drawn from about 1,600 workplaces.
The survey asked each employee to provide a rating, on a five-point scale from 'very satisfied' to 'very dissatisfied', concerning how satisfied they were on four aspects of their job: (i) the amount of influence they had over their job; (ii) the pay they received; (iii) the sense of achievement they got from their work; and (iv) the respect they got from supervisors and line managers. Employee ratings on these four satisfaction dimensions are presented in Table 1 (row percentages). For each of the four facets we built a dummy variable equal to 1 if the individual was either 'very dissatisfied' or 'dissatisfied' and 0 otherwise. It is clear that dissatisfaction with pay is greater than dissatisfaction with the other three job dimensions. Table 2 presents the means for eighteen employer practices used in our analysis.
These include two items relating to information-giving, three relating to consultation, two on autonomy and discretion, three on internal labour markets, four on variable pay, two relating to strategic planning involving employees, one relating to job security guarantees, and one relating to formal collective dispute procedures. Our satisfaction cancel each other out. Furthermore, we wish to account for correlations across aspects of job satisfaction since --if job satisfaction is a meaningful concept --we would expect some underlying correlation between facets of satisfaction.
Understanding the way in which satisfaction with different job aspects is correlated, and how these correlations are affected by employer behaviour, is something that has not been explored in the literature to date. What is needed to do this, is a simultaneous equations system set-up for the analysis of limited dependent variables; the latter requirement emerging from the fact that the satisfaction scores are measured as four ordered values (see Table 1 ).
We analyse the relationship between employer behaviour and workers' self-reported welfare by means of a seemingly unrelated (SURE) system of four probit equations. 
We assume that unobserved components follow the standard normal distribution, u i~N (0,1). Whenever the latent dissatisfaction propensity crosses some unobserved threshold, that can be set equal to zero without losing generality, individuals rank themselves as dissatisfied. Let d ik =I(d* ik >0) be a dummy signalling that event, the indicator function I( ) assuming the value 1 whenever its argument holds and 0 otherwise. Assuming that unobserved components of the four dissatisfaction propensities follow the four-variate normal distribution with correlation matrix Ω , the probability of being dissatisfied on each job facets takes the form:
where d i is the vector of dissatisfaction dummies, 1 is a vector of '1's and B is the matrix of coefficients to be estimated. Depending upon the combination of 0/1 in d i there are 15 other expressions similar to (2) that can be derived to form the likelihood function for the sample. Given that we have repeated observations by establishment, we employ a robust variance estimator. Moreover, we account for the sampling frame by employing survey stratifications weights. The computation of the four-variate normal cumulative density function that appears in equation (2) is performed by applying simulation estimation techniques (see Cappellari and Jenkins, 2003 , for an illustration in the context of system of probit equations). Overall, our estimator is a pseudo-weighted-simulated maximum likelihood. Table 3 presents the estimated correlation of unobservables in the four-variate probit model. Coefficients above the diagonal are obtained from a model that does not control for personal or job attributes --i.e. in which the x vector only includes a constant term. The associations between the various facets of job dissatisfaction appear to be substantive and are precisely estimated from the data. In particular, it appears that attitudes towards non-pecuniary aspects of the job are more strongly correlated across themselves than they are with dissatisfaction with pay. Coefficients below the diagonal of the table are derived from models that control for a wide array of observed personal, job and workplace attributes (see below). Each sub-diagonal element is smaller in size compared to its super-diagonal counterpart with personal, job and workplace characteristics accounting for between one-fifth and one-third of the correlation. However, the patterns noted above are still present in the data; also each coefficients remains statistically significant, suggesting that even after controlling for observable attributes a substantial component of unobserved heterogeneity remains in the data, supporting the use of the seemingly unrelated system of equations.
Results
The four job satisfaction equations from the SURE 4-variate probit estimations are presented in Table 4 . The table focuses primarily on those coefficients associated with job attributes (such as occupation, pay level and working conditions), and the employer behaviour variables described in Section 3. Some of the findings are familiar in the literature. For example, results for gender tend to reproduce the well known results that females are happier at work than males. More generally, we can see that the determinants of different aspects of job satisfaction differ markedly, confirming the value in treating them separately for analytical and practical purposes.
For instance, we find dissatisfaction monotonically decreases with pay only for the 'satisfaction with pay' indicator, whereas for the other dissatisfaction facets the effect is hump-shaped, dissatisfaction peaking between low and medium pay. This may be interpreted as indicating that job aspirations are lower or less frustrated at the tails of the earnings distribution relative to the middle. Similarly, working hours raise only the pay component of dissatisfaction. Individual perceptions of the industrial relations climate are strongly associated with low degrees of dissatisfaction indicating that the relationship with the employer is among the most important factors affecting individual welfare in the workplace.
A number of employer behaviour variables are significantly associated with one or two facets of job dissatisfaction, but only the three behavioural factors highlighted are clearly associated with all four dimensions of job dissatisfaction. These are:
• the presence of guaranteed job security;
• the presence of internal labour markets;
• and the presence of formal procedures for dealing with collective disputes.
Giving preference to internal candidates in the recruitment process is the only employer practice that significantly reduces dissatisfaction and on each item net of all others control factors. The magnitude of the effect is similar for all four job aspects.
The finding suggests employees appreciate the opportunities they have as 'insiders'
for career development offered through internal labour markets (albeit at the expense of 'outsiders'). This interpretation is also supported by the finding that having discussions with a supervisor about 'how you are getting on with your job' is significantly negatively associated with all four aspects of job dissatisfaction. We have tried to control for this with variables capturing union representation, recognition and density, none of which are statistically significant themselves, but some of this dissatisfaction could be a spillover from union activity which brings these procedures into being. 5 Fifth, it could be that, in the case of job security guarantees, the employer expects some kind of quid pro quo, by which we mean 'something in return'. According to some of the UK partnership literature (eg. Kelly, 2004 ) that can often take the form of employer expectations of greater latitude in the deployment of labour. In such circumstances, it is not that surprising that this manifests itself in lower satisfaction with respect to achievement and influence.
While these explanations point towards the existence of some form of causal link between employer behaviour and job satisfaction, a competitive explanation could be based on reverse causality. For example, it could be the dissatisfaction of employees that determines the adoption of formal procedures, and not the reverse. Alternatively, there may be differential worker sorting across workplaces with and without these practices and procedures. For instance, workplaces adopting internal labour markets might disporoportionately attract more intrinsically motivated job applicants relative to other workplaces -by raising entry barriers to the firm, internal recruitment preferences ensure only those employees who are "committed" to the organisation ever gain admittance. In order to test for this possibility, we extended our model to include as dependent variables the three indicators of employer behaviour in the workplaces where individual i is employed, so that overall the model becomes a seven-variate probit one. 6 This endogenization did not lead to substantive change in results (and correlations coefficients referring to the newly introduced dependent variables were not statistically significant) so that the explanation based upon endogeneity can be ruled out 7 .
We can therefore reasonably expect that the positive impact of internal labour markets for job satisfaction is a causal effect. The finding lends support to Batt et al.'s (2004) study which, as noted earlier, found a link between internal promotion opportunities and lower voluntary quit rates.
Concluding remarks
In this paper we have analysed the relationship between employer behaviour, work practices and employees' job satisfaction. One of the reasons for interest in these issues is related to the changes in labour flexibility and labour market de-regulation occurred, in the UK and in other European countries, in the last few decades. In particular, concerns have been raised concerning individuals' labour market prospects in terms of the availability of (good) jobs and, within those jobs, with respect to the available opportunities in terms of wage advancements and career developments.
Moreover, there seems to be a link between low-wage flexible employment and lower job satisfaction which is worth investigating. Using a nationally representative linked employer-employee data for Britain (WERS98), we have analysed a number of questions which seem to be central to the current debate on what makes a "good" (or satisfactory) job. In particular, we have considered the role played by different employers' practices and procedures, such as: Human Resource Management (HRM), internal labour market, and methods for informing and consulting employees; along with three different dimensions of non-pecuniary job satisfaction (i.e. influence over the job, sense of achievement and respect from supervisors) as well as satisfaction with pay. Two main aspects of this paper provide new and interesting results: first, we
show that (dis)satisfaction is a multifacet phenomenon with strong inter-relations among the different dimensions -which need to be adequately modelled --such that it is difficult a priori to predict, either the direction of any association between employer practices and job satisfaction or to assess what the effect on overall (job) satisfaction is. For example, higher pay does result in higher satisfaction with pay, but its relationship with non-pecuniary aspects of job satisfaction turns out to be very different. Second, we discuss the relevance of reverse causation and selection problems in the interpretation of the association between employer behaviour and job satisfaction. For instance, employers may introduce job security guarantees where concerns about job security are high (and dissatisfaction too); alternatively, (heterogeneous) workers may sort themselves, according to their intrinsic characteristics, into workplaces according to the employer practices already in place.
In both cases, neglecting the potential endogeneity may significantly distort the estimates.
Our main results suggest the following. Non-pecuniary aspects of job satisfaction are highly correlated among them and are also (weakly) correlated with pay satisfaction. satisfaction. Conversely, the other two employer practices turn out to be negatively associated to job satisfaction, and the association is not the result of reverse causation.
While these results may at first appear counterintuitive, we provide a number of explanations for that. First there may be a trade-off between collective interests and individual welfare, second these policies may benefit some workers at the expense of others, third employers may expect labour compliance in return, all of them resulting -ceteris paribus --in lower job satisfaction.
A final remark, based on the above findings, suggests that particular care should be used in interpreting the empirical evidence when the different facets of job satisfaction are analysed independently or when simply an indicator for overall job satisfaction is considered. 
